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President’s Report to Stockholders 

W E submit for your consideration the consolidated annual Balance Sheet 
and Summary of the Consolidated Income and Surplus for the year 1935, 
also comparative income statements for several previous years. By referring 
to the Summary of the Consolidated Income and Surplus you will find that the net 
earnings from operations for the year 1935 are approximately $1,000,000.00 less than 
for 1934; also interest and dividends are approximately $150,000.00 less. 

You will recall that the drouth in the grain belt in 1934 reduced the oat crop to 
approximately 530,000,000 bushels, the smallest crop in over fifty years. The diffi¬ 
culty of securing satisfactory quality milling oats for the Cedar Rapids and St. 
Joseph mills forced the payment of substantial premiums for cash oats during the 
first part of the year. We did not advance prices to the consumers on our advertised 
package oats to cover the increased cost because we believed the oat situation would 
return to more normal conditions with the new crop. This price policy naturally 
reduced our earnings. 

Our inventories are down about $6,000,000.00 and our investments are increased 
by approximately the same amount. Inventories are lower because certain grain 
prices are lower and the quantities less. We have been unable to secure sufficient 
cash grain of milling quality to fill our storage. 

The government securities shown in the statement consist of $10,500,000.00 U.S. 
short term governments (not beyond 1937) and $4,200,000.00 Canadian government 
bonds, payable (except $200,000.00) in U.S. or Canadian funds at our option. On 
account of our large Canadian operations we believe it is desirable to carry some 
Canadian securities. Our state, county, and municipals are all short term investments. 
The low return on the above investments accounts for nearly all the shrinkage in 
the item of interest and dividends received. 

The volume of our advertised products in the countries in which we sell and 
manufacture is encouraging. We are making headway. The Danish cereal business 
which we purchased in 1930 is operating satisfactorily from the standpoint of volume 
and earnings. The mill in Rotterdam, Holland, which we referred to in last year’s 
report is now in operation. During the year our Dutch company purchased the rights 
and good will attached to the H-O brand in Holland. In Holland, H-O package oats 
were thoroughly established, and had been on the market for many years. With the 
two brands, Quaker Oats and H-O, we believe we can build a substantial and profit¬ 
able package business for the new plant. 

Negotiations are in progress for the purchase of property near London, England, 
on which to erect a small plant to take care of new business our English company 
is developing. 

During the past year a study has been made in conjunction with the Federal 
Income Tax Bureau of our annual charge for depreciation of plant properties. As a 
result, rates were adopted and approved by the Bureau which we believe will ade¬ 
quately provide for writing down plant values. The adoption of the new basis 
required adjustment of the charges of several prior years, resulting in a net credit 
to surplus of $481,872.22. 

Twelve months have passed since my last report. The same uncertainties about 
government policies that vitally affect the life and happiness of our people trouble 
us even more today than a year ago. The government debt continues to increase. 
No balancing of the budget is in sight or promised. Some members of congress, dis¬ 
regarding available evidence, urge us to follow money policies that have brought 
misery and suffering to the peoples of other countries. Hidden taxes do not reveal 
the fact to the great majority of our people that we all are paying the bill. No one 
escapes. Inefficiency and extravagance seem to prevail in many places instead of 
efficiency and economy. In the place of the confidence we need to forge ahead, we 
have fear, and that fear cannot be banished until our political leaders convince us 
that the fundamental policies of government which have made our nation great are 
not to be abandoned, that there shall be no favoritism for special groups, but equal 
opportunity and justice to all. 

Again we would like to express our thanks to our entire organization for their 
loyalty and co-operation in these difficult times. 

JOHN STUART, 

President. 


Chicago, February 21, 1936 






The Quaker O&ts (pmpany 

(Incorporated in New Jersey) 

And Subsidiary Companies 

Consolidated Balance Sheet December 31, 1935 
Compared with 1934 


ASSETS 


CURRENT ASSETS: 


December 31, 1935 December 31, 1934 


Cash on hand and in banks . $ 3,800,414.92 

Accounts Receivable (less reserves) . 3,335,491.03 

*Inventories of Grain, Materials, Prod¬ 
ucts, and Supplies . 10,464,466.40 

*Government Securities . 14,901,509.56 


*State, County, and Municipal Securities 1,117,545.39 


$ 4,742,435.82 
3,399,379.68 

16,475,727.29 

8,904,143.20 

1,067,675.81 


$33,619,427.30 $34,589,361.80 


OTHER RECEIVABLES AND INVESTMENTS: 

Stock Purchase and other indebtedness 

of Employees . 155,403.97 

*Company’s Capital Stock (for employ¬ 
ees).. 

Stock of partially owned subsidiaries . . . 

Miscellaneous Investments . 


$ 


426,246.95 

70,520.00 

51,258.74 

703,429.66 


255,872.02 

415.863.69 
70,520.00 

101.766.70 

844,022.41 


DEFERRED CHARGES: 

Insurance and other prepaid expenses.. .$ 413,409.04 $ 425,988.88 

LAND, BUILDINGS, MACHINERY, 

AND EQUIPMENT. 28,900,905.67 

Less Depreciation Reserve. 12,129,755.42 

$16,771,150.25 


29,182,941.66 

13,104,028.18 

$16,078,913.48 


TRADE MARKS, TRADE RIGHTS, 

PATENTS, AND GOODWILL.$10,377,521.91 $10,182,521.91 


*At cost or market, whichever is lower. Inventories at 
December 31,1934, are valued at less than current cost 
or market by $607,540.46 to give effect to the crop- 
year average cost of grain purchased for trade-mark 
package business; at December 31, 1935, no adjust¬ 
ment is required as the current cost or market was 
generally lower than the crop-year average cost. 


$61,884,938.16 $62,120,808.48 


Foreign net current assets are stated in United States dollars at the dollar cost 
of such assets, or at market rates, if lower. Minority interest in foreign sub¬ 
sidiaries, amounting to less than $2,000.00, is included in Accounts Payable. 


Processing taxes recoverable are not included in the assets at December 
31, 1935. 





























The Quaker O&ts (pmpany 

(Incorporated in New Jersey) 

And Subsidiary Companies 

Consolidated Balance Sheet December 31, 1935 
Compared with 1934 

LIABILITIES 

December 31, 1935 

CURRENT LIABILITIES: 

Accounts Payable . $ 2,008,645.24 

Federal income taxes and other accrued 

liabilities . 1,486,623.32 

Dividends declared, payable after De¬ 
cember 31 . 972,000.00 

$ 4,467,268.56 

APPROPRIATED SURPLUS—RESERVES: 


For Inventory Shrinkage. 2,250,000.00 2,250,000.00 

For Advertising. 2,050,309.44 2,050,303.59 

For Insurance and Other Contingencies 2,679,266.86 2,634,307.99 



$ 6,979,576.30 

$ 6,934,611.58 

CAPITAL STOCK: 



Preferred, 6% Cumulative, 

shares of $100.00 each. 

Authorized 250,000 shares 
Issued 180,000 shares 

. 18,000,000.00 

18,000,000.00 

Common, no par value. 

Authorized 800,000 shares 
Issued 702,000 shares 

. 15,210,000.00 

15,210,000.00 


$33,210,000.00 

$33,210,000.00 

SURPLUS: 



Balance, December 31. 

.$17,228,093.30 

$17,449,678.71 


$61,884,938.16 

$62,120,808.48 


December 31, 1934 

$ 2,054,164.16 

1,500,354.03 

972,000.00 
$ 4,526,518.19 


The Company’s contingent liability at December 31, 1935, with 
respect to foreign drafts discounted and open letters of credit, 
was $49,685.01 and at December 31, 1934, was $29,040.51. 

























The Quaker Oats (pmpany 

(Incorporated in New Jersey) 

And Subsidiary Companies 


Summary of Consolidated Income and Surplus 

For the Year Ended December 31, 1935 


Year Ended 
December 31, 1935 


Consolidated earnings from operations, before depreciation $ 6,032,519.56 


Depreciation 

Consolidated net earnings from operations 

Interest and dividends received 

Net income, before federal and foreign income taxes 

Federal and foreign income taxes 

Net income for the year, before adjustment to market 
of securities and foreign net current assets 

Adjustment of depreciation charges of prior years, 
less related adjustments ( credit) 

Adjustment to market of securities and foreign net 
current assets ( credit ) 

Surplus reserves — net increase (decrease) 

Surplus for the year, before dividends 

Surplus at beginning of the year 

Gross surplus 

Special cash dividends on common stock, paid out of the 
previous surplus balance 

Ordinary dividends—Preferred Stock 


Common Stock 


Total dividends 


1,070,109.73 
$ 4,962,409.83 
258,502.76 
$ 5,220,912.59 
668,411.26 

$ 4,552,501.33 

481,872.22 

60,614.76 

44,964.72 
$ 5,050,023.59 
17,449,678.71 
$22,499,702.30 

$ 1,399,106.00 

1,074,291.00 

2,798,212.00 

$ 5,271,609.00 


$17,228,093.30 


Surplus at end of the year 
















The Quaker O&ts (pmpany 

(Incorporated in New Jersey) 

And Subsidiary Companies 

Summary of Consolidated Income and Surplus 
For Previous Years 


Year Ended 
December 31, 1934 

$ 6,988,689.59 
1,073,752.46 
$ 5,914,937.13 

396,704.20 
$ 6,311,641.33 
832,685.51 


$ 5,478,955.82 


599,t>5°-33 

1,023,808.45 
$ 5,054,797.70 
17,666,287.51 
$22,721,085.21 

$ 1,399,106.00 

1,074,088.50 

2,798,212.00 

$ 5,271,406.50 
$17,449,678.71 


Year Ended 
December 31, 1933 

$ 5,845,503.76 
1,069,890.10 
$ 4,775,613.66 
560,573.30 
$ 5,336,186.96 
892,083.24 


$ 4,444,103.72 


691,500.45 

45,329.39 
$ 5,090,274.78 
17,147,429.73 
$22,237,704.51 

$ 699,553.00 

1,073,652.00 

2,798,212.00 

$ 4,571,417.00 
$17,666,287.51 


Year Ended 
December 31, 1932 

$ 5,258,312.09 
1,119,053.01 
$ 4,139,259.08 

777.679.21 
$ 4,916,938.29 

619.807.22 


$ 4,297,131.07 


914,538.90 

149^23 7.43 

$ 5,360,907.40 
17,755,876.83 
$23,116,784.23 

$ 2,098,659.00 

1,072,483.50 

2,798,212.00 

$ 5,969,354.50 
$17,147,429.73 


Year Ended 
December 31, 1931 

$ 8,067,773.83 
1,268,929.97 
$ 6,798,843.86 
779,351.12 
$ 7,578,194.98 
723,988.70 


$ 6,854,206.28 


2,295,322.63 

1 ^ 34 ^ 95^1 

$ 5,905,841.92 
17,822,231.91 
$23,728,073.83 

$ 2,100,519.00 

1,071,186.00 

2,800,492.00 

$ 5,972,197.00 
$17,755,876.83 









































ACCOUNTANTS’ CERTIFICATE 


The Quaker Oats Company: 

We have made an examination of the consolidated 
balance sheet of The Quaker Oats Company and sub¬ 
sidiary companies as of December 31, 1935, and of the 
related summary of consolidated income and surplus for 
the year 1935. In connection therewith, we made a review 
of the accounting methods and examined or tested 
accounting records of the companies and other support¬ 
ing evidence, in a manner and to the extent which we 
considered appropriate in view of the systems of internal 
accounting control. Examinations of subsidiary com¬ 
panies, controlling less than four per cent of the con¬ 
solidated net assets, have not been completed. 

The inventories were substantiated by the certificate 
of a responsible official as to quantities and condition, and 
we made extensive tests of the pricing and computations. 

The Quaker Oats Company has revised its basis for 
computing depreciation; the amount of the provision for 
depreciation was not materially affected by such revision. 

In our opinion, based upon such examination and sub¬ 
ject to the foregoing, the accompanying consolidated 
balance sheet and related summary of consolidated in¬ 
come and surplus fairly present, in accordance with 
accepted principles of accounting consistently followed 
by the companies, their financial condition at Decem¬ 
ber 31, 1935, and the results of their operations for the 
year ended that date. 

(Signed) HASKINS & SELLS 
Certified Public Accountants 


Chicago, February 13, 1936. 






